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METHOD FOR REIMBURSING-INPATIENT HOSPITAL SERVICES 


1. Hospitals paid using Prospective Payment System (PPS). 


a. 	 In-state hospital service reimbursement paid to all hospitals
and distinct part units, except those hospitals and distinct 
part units specifically identified in Section 2, will be made on 
the basis of a Prospective Payment System (PPS). The system
generally follows the Medicare PPSin terms of the application
of the system. Capital-related costs and medical education 
costs are excluded from thePPS and are paid QII a reasonable 
cost basis. 

b. 	 The base year used for the calculation of rates i s  the year
ending June 30, 1992. 

c. 	 Hospitals will be grouped into two groups based on the average
number o f  Medicaid discharges for the years ended June30, 1992, 
1993 and 1994. 

(1) 	Group One - The base rate for a hospital with average
discharges in excess of 100 per year will be based on the 
lower of actual cost or $2,155 but may not be less than 
$1,506. 

(2) Group Two - The base rate for a hospital with less than an 
average of 100 discharges per yearwill1 1  be $1,506. 

d. 	 The DRG classification and grouper system is the same as used 

for Medicare as approved by HCFA. This system is updated

annually. 


e. 	 The DRG relative weights are calculated from North Dakota 

Medicaid data as of June30, 1984using the Medicare calculation 

methodology. DRG relative weights are compared annually for 

significant variances and adjustments maybe made. 


f. 	 An update factor is applied annually to the previous year's base 
rate. The update factor applied to the base year costs for the 
year effective July 1, 1995 is 12.9%. The update factor 
effective July 1, 1996 is 2.6% and for July 1, 1997 is 2.6%. 
Update factors for subsequent yearswill be equal to the update
factor for PPS hospital operating payments determined annually
by the Health Care Financing Administraction and publishedin 
the federal register. 

g. Out1 outlier Payments. 


(1) 	 A cost outlier payment is made when costs exceed a 

threshold of two times the DRG rate or
$15,000,whichever 

is greater. Costs above the threshold will be paid at 60 

percent of billed charges. 
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A day outlier payment is made when the length of stay for a recipient 
exceeds the lesser of the geometric mean length of stay plus twenty days 
or 1.94 standard deviations from the mean for any given DRG. Each day 
exceeding the threshold is paid a t  60 percent of the per diem rate. The 
per diem rate is calculated as the hospital's basic DRG payment divided 
by the geometric mean length of stay. 

For DRG's 385-390relating t o  neonates: 

(a) The day outlier payment is calculated at 80% of the per diem rate 
once the thresholds in paragraph 2 are met; or 

(b) 	 The cost outlier thresholds are the greater of 1.5 times the DRG 
rate or $1 2,000. Costs above the threshold will be paid at 80 
percent of billed charges. 

If the thresholds for botha cost outlier and a day outlier are met, only the 
day outlier payment method will apply. 

g.Transfers.Payment will be the full DRG payment to the final hospital. Per 
diem payments will be made to the transferring hospitals. Total per diem 
payments to each hospital cannot exceed the full DRG payment. Per diem is 
the basic DRG payment divided by the geometric mean length of stay. More 
than one full DRG payment may be paid percase. 

2. Hospitalspaidbasedonreasonablecosts. 

a. 	 Hospitalsexcludedfrom PPS are psychiatric,rehabilitation,long-termcare, 
cancer and children's hospitals. Psychiatric and rehabilitation distinct part 
units are also excluded from PPS. Payments to these facilities are made based 
on a reasonable cost basis, using the Medicare methods and standards set forth 
in 42 CFR 413. An interim payment based on the Medicare cost to charge ratio 
will be made until such time as a cost settlement is made. 

b. IndianHealthHospitals are paid at the published inpatient per diem rate. 

3. Disproportionate ShareHospital (DSH) Adjustments. 

a. 	 Hospitalswhichprovideservicesto adisproportionateshareofMedicaid 
recipients shall receive a DSH payment subject t o  any limitations set forth in 
this section. 

b. 	 The following criteria must be met before a hospital is determined to be eligible 
for a DSH payment adjustment. 

(11 Ahospitalmusthave: 

(a)AMedicaidinpatientutilizationrate of atleast 1% 
and at least one standard deviation above the mean 
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M e d i c a i d  i n p a t i e n t  u t i l i z a t i o n  r a t e  f o r  h o s p i t a l s  
r e c e i v i n gM e d i c a i dp a y m e n t si nt h es t a t e ,o r  a 
l o w - i n c o m ei n p a t i e n tu t i l i z a t i o n  r a t e  exceed ing  25 
percent ;and 

(b) 	 A tl e a s tt w oo b s t e t r i c i a n s  w i th  s t a f f  p r i v i l e g e s  a t  
t h e  h o s p i t a l  who haveagreed t o  p r o v i d e  o b s t e t r i c  
s e r v i c e st oi n d i v i d u a l se n t i t l e dt os u c hs e r v i c e s  
under  a S t a t eM e d i c a i dP l a n .I nt h ec a s eo f  a 
h o s p i t a ll o c a t e di n  a r u r a la r e a ,( t h a ti s ,  anarea 
o u t s i d e  o f  a m e t r o p o l i t a ns t a t i s t i c a la r e a ,a sd e f i n e d  
by t h e  E x e c u t i v e  O f f i c e  o f  ManagementandBudget),the 
t e r m" o b s t e t r i c i a n "  i n c l u d e sa n yp h y s i c i a nw i t hs t a f f  
p r i v i l e g e s  a t  t h e  h o s p i t a l  t o  p e r f o r m  non-emergency 
o b s t e t r i cp r o c e d u r e s ;  

(2 )  	 A h o s p i t a lw h i c hm e e t st h ec r i t e r i ai nS e c t i o n3 . b ( l ) ( a )  
but  n o t  3 . b ( l ) ( b )  i s  e l i g i b l e  i f :  

( a )  The i n p a t i e n t so f  a h o s p i t a la r ep r e d o m i n a n t l y  
i n d i v i d u a l su n d e r  18 y e a r s  o f  age; o r  

(b) 	 The h o s p i t a l  d i d  n o to f f e r  non-emergency o b s t e t r i c  
s e r v i c e sa so f  December21,1987; o r  

( 3 )  	 A s t a t e - o w n e dp s y c h i a t r i ch o s p i t a li se l i g i b l e  i f  t h e  
h o s p i t a l ' s  M e d i c a i d  i n p a t i e n t  u t i l i z a t i o n  r a t e  e x c e e d s  1%. 

c .  	 The M e d i c a i di n p a t i e n tu t i l i z a t i o nr a t ef o r  a h o s p i t a ls h a l lb e  
c o m p u t e da st h et o t a l  number o f  M e d i c a i d  i n p a t i e n t  d a y s  i n  a 
c o s tr e p o r t i n gp e r i o d ,d i v i d e d  by t h e  t o t a l  number o f  t h e  
h o s p i t a l ' s  i n p a t i e n t  d a y s  i n  t h e  same p e r i o d .  

d. 	 The l o w - i n c o m eu t i l i z a t i o nr a t e  i s  t h e  sum (expressed a s  a 
pe rcen tage)  o f  t h ef r a c t i o n ,c a l c u l a t e da sf o l l o w s :  

(1) 	 T o t a lM e d i c a i di n p a t i e n tr e v e n u e sp a i dt o  the  h o s p i t a l ,  
p l u s  t h e  amount o f  t h ec a s h  s u b s i d i e s  r e c e i v e dd i r e c t l y  
f r o m  S t a t ea n dl o c a lg o v e r n m e n t si n  a c o s tr e p o r t i n g  
p e r i o d ,d i v i d e d  by t h e  t o t a l  amount o f  r e v e n u e so ft h e  
h o s p i t a lf o ri n p a t i e n ts e r v i c e s( i n c l u d i n gt h e  amount o f  
s u c hc a s es u b s i d i e s )i nt h e  same c o s tr e p o r t i n gp e r i o d ;  and, 

( 2 )  	 The t o t a l  amount o ft h eh o s p i t a l ' sc h a r g e sf o ri n p a t i e n t  
h o s p i t a l  s e r v i c e s  a t t r i b u t a b l e  t o  c h a r i t y  c a r e  ( c a r e  
p r o v i d e d  t o  i n d i v i d u a l s  who havenosource o f  payment, 
t h i r d - p a r t yo rp e r s o n a lr e s o u r c e s )i n  a c o s tr e p o r t i n g  
p e r i o d ,d i v i d e d  by t h e  t o t a l  amount o f  t h e  h o s p i t a l ' s  
c h a r g e s  f o r  i n p a t i e n t  s e r v i c e s  i n  t h e  h o s p i t a l  i n  the  same 
p e r i o d .  The t o t a li n p a t i e n tc h a r g e sa t t r i b u t e d  t o  c h a r i t y  
c a r es h a l ln o ti n c l u d ec o n t r a c t u a la l l o w a n c e sa n dd i s c o u n t s  
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(other than for indigent patients not eligible for medical 

assistance under an approved Medicaid State Plan) that is, 

reductions i n  charges given to other third-party payers,

such as HMO's, Medicare or Blue Cross. 


e. 	 A hospital which wishes to be considered for disproportionate
share payments based on a low income utilization rate must 
submit, annually, a request indicating this desire and 
information sufficient to enable the computationo f  the low 
income utilization rate by April 1. 

f .  	 For the purpose of paying disproportionate share hospitals,
there are three typeso f  hospitals, hospitals paid using PPS; 
the state psychiatric hospital; and all other hospitals paid
based on reasonable costs. 

g. DSH payment adjustments are calculated as follows: 


(1) 	 Eligible hospitals paid using PPS will receive a DSH 
payment adjustment equal to one percent plus an additional 
one-tenth of one percent for each percentage point that the 
hospital's Medicaid utilization rate exceeds one standard 
deviation above the state's mean inpatient utilization rate 
for all hospitals receiving Medicaid payments. The 
eligible hospital's base DRG payment for the quarter being
reported on form 64 will be multiplied times the DSH 
adjustment percentage to determine the DSH adjustment
payable quarterly. Beginning July 1, 1995 the DSH payment
adjustment will be increased to 4% plus an additional 
four-tenths of one percent for each percentage point that 
the hospital's Medicaid utilization rate exceeds one 
standard deviation from the mean. 

Eligible hospitals paid on based reasonable costs,
excluding the state psychiatric hospital, will receive a 
DSH payment adjustment equal to $1.00 plus one-tenth of one 

percent for each percentage point that the hospital's

Medicaid utilization rate exceeds one standard deviation 

above the state's mean inpatient utilization rate for a1 1 

hospitals receiving Medicaid payments. The eligible
hospital ' s  actual interim payments for the quarter being
reported on form 64 will be multiplied times theDSH 
adjustment percentage to establish the hospital's DSH 
payment adjustment. The DSH payment adjustment i s  final 
and no recoupment or additional payment forDSH will be 
made when a settlement of the interim paymentto reasonable 

cost is made. 


(3) 	 If eligible, the state psychiatric hospital will receive a 
DSH payment adjustment calculated as an amount equal to 
$1.00 plus the state's disproportionate share a1 allotment 

TN NO. q5.olA 
Approval Date 0 ' ? / 0 / / 55-Supersedes Date 8 ~///1;/4b Effective 

TN- No. 94-021 



Dako ta  Attachment4.19-ASTATE: Nor th  
Page 5 

l e s s  t h e  q u a r t e r l y  DSH paymentadjustments made t o  a l l  
o t h e re l i g i b l eh o s p i t a l s .  The DSH p a y m e n ta d j u s t m e n tt o  
t h es t a t eh o s p i t a l  will be made q u a r t e r l y .  The q u a r t e r l y  
payment will be c a l c u l a t e d  by d i v i d i n g  the  s t a t e ' sa n n u a l  
d i s p r o p o r t i o n a t es h a r e  a l l o t m e n t  by f o u r  a n ds u b t r a c t i n g  
a l ld i s p r o p o r t i o n a t es h a r ep a y m e n t s  made t o  o t h e r  e l i g i b l e  
h o s p i t a l si nt h a tq u a r t e r .  Any a d j u s t m e n t st ot h es t a t e ' s  
d i s p r o p o r t i o n a t ea l l o t m e n t  will b e  c o r r e c t e d  i n  t h e  q u a r t e r  
t h ea d j u s t m e n t  i s  made. 

h. DSH paymentadjustments w i l l  be l im i ted  a sf o l l o w s :  

(1) 	 E f f e c t i v e  Ju ly  1, 1995 t h e  DSH paymen tad jus tmen tfo rany  
e l i g i b l e  h o s p i t a l  may n o t  e x c e e d  t h e  g r e a t e r  o f  the  t o t a l  
o ft h eu n r e i m b u r s e dc o s t so fp r o v i d i n gs e r v i c e s  t oM e d i c a i d  
r e c i p i e n t s  a n d  o f  p r o v i d i n g  s e r v i c e s  t o  u n i n s u r e d  p a t i e n t s  
o r  t h e  l i m i t a t i o n s  s e t  f o r t h  i n  s e c t i o n  1 9 2 3 ( g )  o f  t h e  A c t .  

( 2 )  	 I f  r e q u e s t e d  by t h ed e p a r t m e n t ,e l i g i b l eh o s p i t a l sm u s t  
s u b m i ti n f o r m a t i o no nu n r e i m b u r s e dc o s t so fp r o v i d i n g  
h o s p i t a l  s e r v i c e s  t oM e d i c a i dr e c i p i e n t s  a n d  o fp r o v i d i n g  
h o s p i t a ls e r v i c e st ou n i n s u r e dp a t i e n t sb e f o r e  a DSH 
paymentadjustmentcanbe made. 

( 3 )  	 T o t a l  DSH p a y m e n ta d j u s t m e n t sp a i dt oa l le l i g i b l e  
h o s p i t a l s  may n o t  e x c e e d  t h e  s t a t e ' s  DSH a1allotment 

4 .  I n p a t i e n t  S e r v i c eO u t - o f - s t a t e  H o s p i t a l  P a y m e n t s .  

a 	 O u t - o f - s t a t eh o s p i t a ls e r v i c ep a y m e n t s ,e x c e p ta si d e n t i f i e d  
below, will bepa idbasedonthelower  o f  b i l l e d  c h a r g e s  o r  t h e  
M e d i c a i dr a t ep a y a b l e ,a tt h et i m es e r v i c e sw e r er e n d e r e d ,b y  
t h es t a t ei nw h i c ht h eh o s p i t a li sl o c a t e d .  Such r a t e sa r e  
reques ted  o f  t h e  o t h e r  s t a t e  when a c l a i m  f o r  i n p a t i e n t  c a r e  i s  
r e c e i v e df r o m  a h o s p i t a li na n o t h e rs t a t e .  Payment t o  
o u t - o f - s t a t e  f a c i l i t i e s  i sc o n s i d e r e da s  a f i n a l  paymentandno 
r e t r o a c t i v ea d j u s t m e n t st op a y m e n t s  will be made f o r  subsequent 
changes i n  t h e  b a s eM e d i c a i dr a t e s .  

b .U n i v e r s i t y  o f  M i n n e s o t aH o s p i t a l s ,M i n n e a p o l i s ,M i n n e s o t a ,  will 
bere imbursedfo ro rgant ransp lan tsbasedupon  a payment 
me thodo logynego t ia ted  by t h eh o s p i t a la n dt h eM e d i c a i dA g e n c y .  

5 .  I n p a t i e n tP s y c h i a t r i cS e r v i c e sf o rI n d i v i d u a l sU n d e r  21. 

a .  	 Payments f o ri n p a t i e n tp s y c h i a t r i cs e r v i c e sf o ri n d i v i d u a l s  
undertwenty-one i n  r e s i d e n t i a l  t r e a t m e n t  c e n t e r s  will be made 
u s i n g  a p rospec t ivepaymentsys temdeve loped by the  s t a t e  
s p e c i f i c a l l y  f o r  r e s i d e n t i a l  t r e a t m e n t  c e n t e r s  a s  s e t  f o r t h  i n  
N o r t hD a k o t aA d m i n i s t r a t i v e  Code,75-02-09. 

I ,
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6. 	 Payment f o ri n a p p r o p r i a t el e v e lo fc a r ed a y sp r o v i d e di n  an i n p a t i e n t  
h o s p i t a ls e t t i n g  will be made a tt h es t a t e w i d ea v e r a g en u r s i n g  
f a c i l i t y  r a t e  e f f e c t i v e  J a n u a r y  1 o f  e a c hc a l e n d a ry e a ro rt h e  
a v e r a g eo ft h er a t e sf o rn o n - s t a t e  owned i n t e r m e d i a t e  c a r e  f a c i l i t i e s  
i n  e f f e c t  onJanuary 1 o fe a c hy e a r .  Payment i s  a v a i l a b l e  o n l y  i f  
t h e  f o l l o w i n g  c r i t e r i a  a r e  m e t :  

a.The i n d i v i d u a lm u s tb es c r e e n e di nn e e do fn u r s i n gf a c i l i t yo r  
i n t e r m e d i a t e  c a r e  f o r  t h e  m e n t a l l y  r e t a r d e d  s e r v i c e s  u s i n g  t h e  
l e v e l  o f  c a r e  c r i t e r i a  a p p l i c a b l e  t o  n u r s i n g  f a c i l i t i e s  o r  
i n t e r m e d i a t e  c a r e  f a c i l i t i e s  f o r  t h e  m e n t a l l y  r e t a r d e d ;  

b .S e r v i c e sm u s tn o tb eo t h e r w i s ea v a i l a b l e ;  

c .  	 The h o s p i t a l  may n o tb ep a r t i c i p a t i n ga s  a s w i n gb e dh o s p i t a l ;  
and 

d .  	 The c r i t e r i ai np a r a g r a p h  a and b mustberedeterminedandmet  
e v e r y9 0d a y sf o l l o w i n gt h ei n i t i a ld e t e r m i n a t i o n sr e q u i r e di n  
paragraphs  a and b. 

TN No. ‘j.5 ?/A 
Approval  D a t e  /:. 7 / 6 / ! 4 YSupersedesDate O 4 h h  E f f e c t i v e  

TN No. New 



(a) 

STATE: N o r t h  Dakota  A t t a c h m e n t  4 . 1 9  A 
fK+ 3 
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The State has in place a public process which 

Social Security Act.
requirements of Section 1902 (13)(A) of the 
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